DOCUMENT RESUME 



ED 424 835 



HE 031 689 



AUTHOR 

TITLE 



INSTITUTION 
SPONS AGENCY 

REPORT NO 
ISBN 

PUB DATE 
NOTE 

AVAILABLE FROM 



PUB TYPE 

EDRS PRICE 
DESCRIPTORS 



IDENTIFIERS 



Berkner, Lutz 

Student Financing of Undergraduate Education: 1995-96. With 
an Essay on Student Loans. Statistical Analysis Report. 
Postsecondary Education Descriptive Analysis Reports. 

MPR Associates, Berkeley, CA. 

National Center for Education Statistics (ED) , Washington, 
DC. 

NCES - 98-076 

ISBN-0-16-049810-4 

1998-11-00 

218p . 

U.S. Government Printing Office, Superintendent of 
Documents, Mail Stop: SSOP, Washington, DC 20402-9328; Web 
site : http : //NCES . ed.gov 

Numerical/Quantitative Data (110) -- Reports - Evaluative 

(142) 

MF01/PC09 Plus Postage. 

Higher Education; National Surveys; ^Paying for College; 
Private Colleges; Public Colleges; Student Characteristics; 
Student Costs; ^Student Financial Aid; Student Loan 
Programs; Tables (Data); Tuition; Two Year Colleges; 
^Undergraduate Study 

^National Postsecondary Student Aid Study 



ABSTRACT 



This report uses data from the National Postsecondary 
Student Aid Study of 1996 to describe the financing of undergraduate 
education in 1995-96, with particular focus on student loans and other types 
of financial aid. The report be g’ihi; -v. ILL an '.rrr.y. Ascribes the -role of. 

student loans within the context of tuition, the total price of attendance, 
and other financial aid available to undergraduates in 1995-96. It provides 
information on amounts of federal loans borrowed by students, and profiles 
student borrowing and financial aid for each of the four major types of 
institutions: public two-year institutions; public four-year institutions; 
private, not-for-profit four-year institutions; and private, for profit 
institutions. The essay is followed by a compendium of 76 tables that provide 
information on student loans, tuition and the price of attendance, financial 
aid, net price of education and need, and general background characteristics 
of undergraduates. A glossary and technical notes on methodology are 
appended. (DB) 
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Executive Summary 



During the 1995-96 academic year, one-half of the undergraduates enrolled in postsecon- 
dary education received financial aid through programs funded by the federal government, the 
states, the postsecondary institutions themselves, or other organizations. The average amount of 
aid, for those who received aid, was about $4,900 (figure 1). Nearly 40 percent of all under- 
graduates received grant aid and one-fourth took out student loans. The average amount of grant 
aid was $2,700, while the average student loan was $4,100. Among students enrolled full time 
for a full academic year (38 percent of all undergraduates), two-thirds received financial aid. 
Fifty-four percent received grants with an average value of $3,900, and 44 percent received stu- 
dent loans, borrowing an average of $4,300. 

The average tuition and fees for undergraduates enrolled full time for a full academic year 
in 1995-96 were about $1,400 at public 2-year institutions (including community colleges), 
$3,800 at public 4-year colleges and universities, $12,600 at private, not-for-profit 4-year col- 
leges and universities, and $6,900 at private, for-profit institutions. For full-time, full-year under- 
graduates, the average price of attendance (student budget), which includes room and board and 
other educational expenses in addition to tuition, ranged from $7,300 at public 2-year institutions 
to $19,400 at private, not-for-profit colleges and universities (figure 2). More than 60 percent of 
all undergraduates were enrolled part time or for only part of an academic year; thus, their tuition 
and other expenses were less than these full-time, full-year amounts. 

Students were more likely to take out loans when their tuition and other educational ex- 
penses were high (figure 3). They were less likely to borrow when their family incomes were 
high. However, middle- and low-income dependent students — students whose parental income 
and assets are also considered in determining financial need — borrowed at about the same rates 
(figures 4 and 1 1). 

Almost all of the undergraduate borrowers took out federal Stafford loans (subsidized or 
unsubsidized) through the Federal Family Education Loan (FFEL) Program or the Ford Direct 
Loan Program (figure 5). Subsidized loans are based on student financial need, while unsubsi- 
dized loans are available to students at all income levels. Most low-income dependent borrowers 
took out only subsidized loans; about one-half of the high-income dependent borrowers qualified 
only for unsubsidized loans. Nearly one-half of independent student borrowers at all income lev- 
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Executive Summary 



els took out both subsidized and unsubsidized loans, with an average loan total of $6,300 (figure 

6 ). 



Among all undergraduates, 6 percent of those attending public 2-year institutions took out 
student loans in 1995-96, followed by 36 percent at public 4-year, 45 percent at private, not-for- 
profit 4-year, and 56 percent at private, for-profit institutions (figure 7). Among full-time, full- 
year undergraduates, the percentage of students borrowing was higher: 16 percent at public 2- 
year, 45 percent at public 4-year, 57 percent at private, not-for-profit 4-year, and 68 percent at 
private, for-profit institutions (figure 8). 

One out of two full-time, full-year undergraduates attending public 2-year institutions re- 
ceived financial aid in 1995-96, with an average total aid package of $3,100 (figure 9). Two out 
of three full-time, full-year undergraduates attending public 4-year institutions received financial 
aid in 1995-96, with an average total aid package of $6,000 (figure 10). Four out of five full- 
time, full-year undergraduates attending private, not-for-profit 4-year institutions received finan- 
cial aid in 1995-96, with an average total aid package of $10,900 (figure 12). About three out of 
four full-time, full-year students at private, not-for-profit 4-year institutions received grants or 
scholarships, with an average value of $6,600 (figure 8). 

Although only 6 percent of undergraduates at public 2-year institutions took out a student 
loan in 1995-96, about 21 percent received a federal loan at some time, and the cumulative total 
federal loan amount averaged $4,600 (figure 9). Among graduating seniors at public 4-year in- 
stitutions, 52 percent received a federal loan at some time as an undergraduate, and the average 
cumulative federal loan amount was $1 1,800. Among graduating seniors at private, not-for-profit 
4-year institutions, 57 percent had obtained a federal loan at some time, and the average cumula- 
tive federal loan amount was $14,100. 
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Foreword 



The National Postsecondary Student Aid Study of 1996 (NPSAS:96) is the fourth in a se- 
ries of large-scale data collections sponsored by the National Center for Education Statistics that 
provide detailed information on how students and their families pay for postsecondary education. 
This report describes the financing of undergraduate education in 1995-96, with a particular fo- 
cus on student loans and other types of financial aid. Other studies based on NPSAS:96 are avail- 
able that provide a general profile of all undergraduates, a profile of students beginning 
postsecondary education for the first time, and a description of student financing of graduate and 
first-professional education. These reports and more information about the NPSAS surveys are 
available on the NCES website: http://nces.ed.gov/npsas. 

This report begins with an essay that describes the role of student loans within the context 
of tuition, the total price of attendance, and the other financial aid available to undergraduates in 
1995-96. In addition to the amounts borrowed by students for the 1995-96 academic year, the 
essay includes information on the cumulative amount of federal loans borrowed by students 
throughout their undergraduate education. The essay also provides separate profiles of student 
borrowing and financial aid for each of the four major types of institutions. 

The essay is followed by a compendium of tables that describe more detailed information 
on student loans, tuition and the price of attendance, financial aid, net price of education and 
need, and general background characteristics of undergraduates. 

The estimates presented in this report were produced using the NPSAS :96 Data Analysis 
System (DAS). The DAS is a microcomputer application that allows users to specify and gener- 
ate their own tables from the NPSAS:96 data, and it is available for public use through the NCES 
website. The DAS produces design-adjusted standard errors used to test the statistical signifi- 
cance of differences between selected estimates shown in the tables. Additional information 
about the DAS may be found in appendix B of this report and on the NCES website at 
http://nces.ed.gov/das. 
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Student Loans 



Introduction 



The federal student loan programs provide one of the major sources of financial aid for stu- 
dents in postsecondary education. During the 1995-96 academic year, undergraduates received 
approximately $19 billion through the federal student loan programs, compared to about $6 bil- 
lion in federal grants and about $1 billion in federal work-study funds. 1 

Although student loans have represented the largest proportion of federal student aid funds 
for many years, there was a substantial increase in the amount borrowed through the federal pro- 
grams beginning with the 1993-94 academic year. 2 This increase reflected several changes in the 
student loan programs introduced in the 1992 Reauthorization of the Higher Education Act. One 
of the major changes was to establish a federal program of unsubsidized loans for dependent stu- 
dents. Students are charged interest on unsubsidized loans while they are enrolled, but unsubsi- 
dized loans are available to students at all income levels without a need test. A second change 
was to raise the annual limits on the amount that may be borrowed for all students who had com- 
pleted the first year of study, and to increase the cumulative total amount that may be borrowed 
for an undergraduate education. 

These changes opened the student loan programs to more students and made it possible for 
them to borrow larger amounts. In the 1992-93 academic year, the last year before the 1992 
Reauthorization changes went into effect, one-fifth (20 percent) of all undergraduates took out a 
student loan, borrowing an average of $3,300. 3 In 1995-96, after the Reauthorization changes, 
one-fourth (26 percent) of all undergraduates took out a student loan, borrowing an average of 
$4,100. 4 

The role of student loans in financing undergraduate education is best understood in the 
context of the general principles by which financial aid is awarded to students. Need for financial 



1 The College Board, Trends in Student Aid 1987-1997 (Washington, D.C.: 1997). Total federal loans for all students were $29 
billion. The estimated undergraduate total of $19 billion is based on data from the National Student Loan Data System. 

2 U.S. Department of Education, Office of Postsecondary Education, Federal Student Loan Programs Data Book FY 94-96 
(Washington, D.C.: 1997). 

3 U.S. Department of Education, National Center for Education Statistics, Student Financing of Undergraduate Education, 1992- 
93 (Washington, D.C.: 1995), table 3.1a. These totals include a small percentage of non-federal loans. 

4 Figure 1 below. 
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aid is determined by comparing the student’s ability to pay to the amount of the typical student 
expense budget at the postsecondary institution. The need for financial aid increases as the stu- 
dent budget increases, and, in general, need decreases at higher family income levels. Financial 
aid is generally awarded in “packages” that include grants and loans. If the available grant aid is 
not sufficient to meet the student’s need, the package may include subsidized loans to cover the 
need. If that is still not sufficient, the package may also include unsubsidized loans. Such unsub- 
sidized loans are also available to students or parents who have no need, but want to borrow to 
reduce their current outlays for educational expenses. 

The federal government is the major source of student loans: 99 percent of the undergradu- 
ates who took out student loans in 1995-96 borrowed through federal programs. 5 The sources for 
grant aid are more diverse. Among all students, 22 percent received federal grants; 11 percent 
received state grants; and 14 percent received grants from the institution they attended. 6 

This report begins with a brief overview of how financial aid was distributed in 1995-96, 
followed by a discussion of tuition levels and student expense budgets, and the distribution of 
loans and financial aid by family income levels. This is followed by a more detailed description 
of the federal student loan programs, and the frequency with which students borrow from one or 
more of these programs. The final section examines the amount of student borrowing in 1995-96 
and the cumulative total amount of federal loans ever borrowed according to type of institution 
attended. 

Financial Aid in 1995-96 

During the 1995-96 academic year, one-half of the undergraduates enrolled in postsecon- 
dary education received financial aid through programs funded by the federal government, the 
states, the postsecondary institutions themselves, or other organizations. The average amount of 
aid, for those who received aid, was about $4,900 (figure 1). 

The proportions of undergraduates receiving various types of aid and the average amount 
received are shown in figure 1. Grants were awarded to 39 percent of all undergraduates; 26 per- 
cent received student loans; 5 percent held subsidized work-study jobs; and 7 percent received 
other types of aid such as veterans’ benefits, job training, or federal PLUS loans to parents. 7 The 
average amount of grant aid was $2,700; the average student loan was $4,100; and those with 



Compendium table 1 .4a. 

Compendium tables 3.2a, 3.3a, and 3.4a. 

7 Unless otherwise noted, PLUS loans to parents are categorized as “other aid” and excluded from the student loan amounts. 
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Figure 1 — Percentage distribution of undergraduates according to aid package, percentage receiving 
different types of aid, and average amount of aid: 1995-96 



ALL UNDERGRADUATES 



Aid type 


Percent 


Average 


Grants 


39 


$2,700 


Loans 


26 


$4,100 


Work-study 


5 


$1,400 


Other 


7 


$3,700 



Any aid 50 $4,900 




FULL-TIME, FULL-YEAR UNDERGRADUATES* 




Aid type 


Percent 


Average 


Grants 


54 


$3,900 


Loans 


44 


$4,300 


Work-study 


11 


$1,400 


Other 


11 


$4,900 



Any aid 68 $6,800 



♦This represents 38 percent of all undergraduates. 

NOTE: Based on Compendium tables 1.1a, 1.2a, 3.1a, and 3.1b. “Loans” only include loans to students. Parent PLUS loans are 
categorized as “other aid.” 

SOURCE: U.S. Department of Education, National Center for Education Statistics, 1995-96 National Postsecondary Student 
Aid Study (NPSAS:96), Undergraduate Data Analysis System. 
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